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DEPARTMENT OF EDUCATION

34 CFR Parts 674, 682, and 685
RIN 1845-AA12

Federal Perkins Loan Program, Federal
Family Education Loan Program, and
William D. Ford Federal Direct Loan
Program

AGENCY: Office of Postsecondary
Education, Department of Education.

ACTION: Final regulations.

SUMMARY: The Secretary amends the
regulations governing the Federal
Perkins (Perkins) Loan Program, Federal
Family Education Loan (FFEL) Program,
and William D. Ford Federal Direct
Loan (Direct Loan) Program to
strengthen and improve the processes
for granting loan discharges based on a
borrower’s death or total and permanent
disability.

DATES: Effective July 1, 2002, except the
following provisions of these
regulations are effective July 1, 2001:
§§674.9(h)(3), 674.51(s), 674.61(a),
682.200(b), the redesignations of
§682.201(a)(5)—(a)(7), 682.201(a)(6)(iii),
682.402(b)(2) and (3), 682.402(g)(1)(iii),
685.200(a)(1)(iv)(A) and (B), and
685.212(a).

For additional information see the
discussion of effective dates under the
Analysis of Comments and Changes
section that follows.

FOR FURTHER INFORMATION CONTACT: For
the FFEL and Perkins Loan Programs,
Mr. Brian Smith, or for the Direct Loan
Program, Mr. Jon Utz; U.S. Department
of Education, 400 Maryland Avenue,
SW., Room 3045, Regional Office
Building No. 3, Washington, DC 20202—
5345. Telephone: (202) 708-8242. If you
use a telecommunications device for the
deaf (TDD), you may call the Federal
Information Relay Service (FIRS) at 1—
800-877-8339.

Individuals with disabilities may
obtain this document in an alternative
format (e.g., Braille, large print,
audiotape, or computer diskette) on
request to the contact persons listed
under FOR FURTHER INFORMATION
CONTACT.

SUPPLEMENTARY INFORMATION: On August
2, 2000, the Secretary published a notice
of proposed rulemaking (NPRM) for the
Perkins, FFEL, and Direct Loan
programs in the Federal Register (65 FR
47634). In the preamble to the NPRM,
the Secretary discussed the following
major proposed changes:

Amending §§674.61, 682.402, and
685.212 to require that an original or
certified copy of a death certificate be
provided to support a discharge of a

loan based on death, although other
documentation may be accepted under
unusual circumstances (page 47636).

Amending §§674.51, 682.200, and
685.102 to revise the definition of
“totally and permanently disabled”
(page 47636).

Amending §§674.61(b)(3)(ii),
682.402(c)(2)(ii), and 685.213(b)(2) to
allow disability discharges to be granted
based on documentation from the Social
Security Administration (SSA) in lieu of
a physician’s certification of total and
permanent disability.

Amending §§ 674.61(b)(3)—(6),
682.402(c)(2)—(12), and 685.213(b) to
change the process for considering
applications for a disability discharge
on a student loan by placing loans in a
conditional discharge status for up to
three years, before granting a final
discharge. We proposed requiring FFEL
and Perkins loans to be assigned to us
after a determination by the loan holder
or guaranty agency that the borrower
meets the criteria for a total and
permanent disability discharge (pages
47637—-47638).

Amending §§ 674.61(b)(1), (6), and
(7), 682.402(c)(1), (12), and (13), and
685.213(a)(1) and (d) to establish the
rules for granting a borrower a
conditional discharge if the borrower
appears to meet the requirements for a
total and permanent disability
discharge. When a loan is in a
conditional discharge status, collection
activity on the loan is suspended for up
to three years from the date of the onset
of the disability.

Amending §§674.61(b)(2), (8) and (9),
682.402(c)(14) and (15), and
685.213(a)(2) and (c) to discharge the
loan if the borrower continues to meet
the disability discharge criteria at the
end of the three-year conditional
discharge period.

If the borrower does not the disability
discharge criteria collection activity
resumes, but the borrower is not
obligated to pay interest that has
accrued on the loan during the
conditional discharge period (page
47638).

Amending §§674.61(b)(11) and (12),
682.402(r)(2) and (3), and 685.212(g)(2)
to require that payments received by a
Perkins Loan school, FFEL lender or
guaranty agency on a loan that has been
assigned to us prior to a final
determination of eligibility for a
disability discharge must be sent to us.
We will apply those payments to the
loan. If the loan is ultimately
discharged, the payments will be
returned to the sender (page 47639).

Amending §§674.9, 682.201, and
685.200 to allow a borrower whose loan
is in a conditional disability discharge

period to be eligible for additional title
IV loans if a physician or the SSA
certifies that the borrower is able to
engage in substantial gainful activity;
the borrower acknowledges that neither
the conditionally discharged loan nor
the new loan can be discharged on the
basis of the borrower’s current disability
unless that disability substantially
deteriorates; and collection activity
resumes on the conditionally discharged
loan (page 47639).

These final regulations contain
changes from the NPRM that are
explained in the Analysis of Comments
and Changes that follows.

Analysis of Comments and Changes

The regulations in this document
were developed through the use of
negotiated rulemaking. Section 492 of
the Higher Education Act requires that,
before publishing any proposed
regulations to implement programs
under title IV of the Act, the Secretary
obtain public involvement in the
development of the proposed
regulations. After obtaining advice and
recommendations, the Secretary must
conduct a negotiated rulemaking
process to develop the proposed
regulations.

These regulations were published in
proposed form on August 2, 2000. The
negotiated rulemaking committee was
unable to reach consensus on the
proposed regulations. The Secretary
invited comments on the proposed
regulations by September 18, 2000. In
response to the Secretary’s invitation in
the NPRM, 46 parties submitted
comments on the proposed regulations.
An analysis of the comments and of the
changes in the regulations since
publication of the NPRM follows.

We discuss substantive issues under
the sections of the regulations to which
they pertain. Generally, we do not
address technical and other minor
changes—and suggested changes the
law does not authorize the Secretary to
make.

Effective Date

Comment: Many commenters
responded to our request for comments
on whether a later effective date should
be considered for these regulations.
Most commenters supported an effective
date of July 1, 2001 for the death
discharge provisions, but generally
recommended a delay in the effective
date for the total and permanent
disability discharge provisions until
July 1, 2002 or 90 days after the
issuance of a revised discharge
application form and implementation
guide to the new discharge procedures,
whichever is later.
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Discussion: We agree that the
operational changes needed to
implement some of the conditional
discharge provisions of the regulations
support a delay in the effective date of
those provisions. We must develop a
system for monitoring borrowers’
earnings during the conditional
discharge period, revise the assignment
process for guaranty agencies and
develop a comparable assignment
process for the Perkins Loan Program.
We must also retain and train an
organization that will handle initial and
final discharge determinations for the
Secretary. We may also have to retain a
loan servicer to handle pre-default
disability assignments that must be
converted back to repayment. We will
need to revise the current total and
permanent disability discharge request
form to reflect the new process and to
allow for its use in the Perkins Loan
Program. Procedural guidance will need
to be developed and distributed to
schools, lenders, and guaranty agencies.

Change: As suggested by some of the
commenters, the provisions that govern
death discharges, §§674.61(a),
682.402(b), 682.402(g)(1)(iii), and
685.212(a), will become effective on July
1, 2001. We will also implement the
revised definition of “totally and
permanently disabled” in §§674.51(s)
and 682.200(b) on July 1, 2001.

Even though we will delay the
implementation of the conditional
discharge until July 1, 2002, we have
decided that for any loan that is
discharged due to total and permanent
disability on or after July 1, 2001
through June 30, 2002, the borrower
must reaffirm that loan if the borrower
receives a new title IV loan within three
years from the date that the borrower
became totally and permanently
disabled as certified by the physician.
These provisions, §§ 674.9(h)(3),
682.201(a)(6)(iii), and
685.200(a)(1)(iv)(A) and (B) will become
effective on July 1, 2001.

All other changes related to
implementing the new processes for
granting total and permanent disability
discharges will become effective on July
1, 2002.

Sections 674.61, 682.402, and 685.212
Death Discharge

Comment: In response to the
requirement in the proposed regulations
that an “original” or ““certified” copy of
the death certificate be submitted to
support a request for a discharge based
on death, two commenters indicated
that the terms “original” or “‘certified”
may be defined differently in different
States. One of the commenters
recommended that the regulation be

revised to indicate that a death
discharge must be based on an “official
death certificate as defined by the State
in which the borrower died.” The other
commenter suggested that the
regulations specify what is required for
a copy of a death certificate to be
considered “‘certified.”

Discussion: We believe the term
“original” is self-explanatory. We also
believe it is implicit in the term
“certified” that the governmental entity
issuing the death certificate defines
what constitutes a “certified” copy of
the original.

Change: None.

Comment: Several commenters
suggested that in lieu of requiring each
of a borrower’s loan holders to obtain an
original or certified copy of the death
certificate, the regulations should allow
a loan holder to discharge a borrower’s
loan if the National Student Loan Data
System (NSLDS) indicates that one of
the borrower’s other title IV loans has
been discharged due to death. The
commenters felt that if one of the
borrower’s loan holders obtained the
necessary documentation to establish
that the borrower had died and reported
this information to NSLDS, this should
be sufficient to discharge the borrower’s
other title IV loans. One commenter
suggested that NSLDS should be
modified to indicate whether a death
discharge was based on a death
certificate or alternative documentation.
The commenter argued that, with this
information, a loan holder could choose
to seek independent corroboration of the
borrower’s death if a loan had been
cancelled based on alternative
documentation. The commenters
believed that this approach would
reduce burden on the families of
deceased borrowers.

One commenter proposed an
alternative approach whereby a loan
holder would be required to notify the
Secretary upon learning of a borrower’s
death and the Secretary would assume
the responsibility of obtaining
confirmation.

Discussion: As discussed in the
preamble to the NPRM (65 FR 47634,
47636), the changes to this regulation
are based in part on the findings of a
report issued by the Department of
Education’s Office of Inspector General
(OIG) in June 1999. That report
concluded, among other things, that
death discharges were being granted
without reliable supporting
documentation. In light of the OIG’s
findings with regard to fraudulent death
discharge claims, we believe it is
important to require each of a
borrower’s loan holders to
independently obtain the required

documentation of a borrower’s death.
We note that this is the current
requirement and this regulation will not
increase any burden on the borrower or
loan holder. However, we appreciate the
commenters’ suggestions and will
consider whether to explore ways in
which NSLDS might be used in the
future to improve the processing of
death discharge applications. With
regard to the suggestion that the
Secretary should obtain the necessary
documentation of a borrower’s death,
we believe that—as is the case with
other types of loan discharges—
documentation of a borrower’s
eligibility for discharge should remain
the responsibility of the loan holder.

Change: None.

Comment: Two commenters felt that
the problems identified by the OIG were
not significant enough to warrant
requiring an original or certified copy of
the death certificate in all but
exceptional circumstances. One of the
commenters noted that while his
institution generally requests an official
copy of the death certificate, it would be
preferable to retain the current option of
using an alternative proof of death that
is acceptable under State law. Another
commenter felt that the proposed
requirements would place an undue
burden on families, on the grounds that
certified copies of death certificates can
be difficult and expensive to obtain. The
commenter did not believe that allowing
alternative documentation in
“exceptional circumstances” would
reduce burden for the majority of
families of deceased borrowers. The
commenter recommended keeping the
current documentation requirements,
but encouraging loan holders to more
closely inspect documents for fraud.

Two commenters noted that obtaining
an original or certified copy of the death
certificate may not be the only official
means of confirming an individual’s
death. One of the commenters reported
that some State social service agencies
are beginning to put public records on
their websites, and suggested that loan
holders should be allowed to approve
death discharges if they can obtain
electronic verification of an individual’s
death directly from an official source.

One commenter recommended that
§682.402(b)(2) be revised to provide
that a guaranty agency must maintain
documentation of death discharges
based on alternative documentation ““as
required in § 682.414(a).” The
commenter believed that this change
would clarify that documentation of
exceptional circumstances must be
maintained within the borrower’s record
as is the case with all other claim
documentation.
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Discussion: We do not agree with the
commenters’ view that the problems
identified by the OIG are not significant
enough to warrant changing the
requirements for documentation of
death. Even a small number of
improperly granted death discharges
represents a serious problem and
undermines program integrity. We
believe that the most appropriate
response to the OIG’s findings is to
require loan holders to obtain proof of
a borrower’s death in the form of an
original or certified copy of the death
certificate. In the vast majority of cases,
obtaining an original or certified copy of
the death certificate is not unduly
burdensome or costly. In addition, such
documentation is generally required by
insurance companies and other parties
in order to pay benefits and close
accounts.

We are interested in the commenters’
suggestions regarding the possibility of
using electronic records and we will
consider whether to explore these other
means for obtaining official proof of
death that could potentially be used in
the future.

Finally, we do not believe it is
necessary to cross-reference the general
record keeping requirements in
§682.414.

Change: None.

Comment: Several commenters
recommended that loan holders not be
limited to obtaining acceptable
documentation of death only from the
borrower’s representative or parent,
since a loan holder may obtain a death
certificate directly from an official
source.

Discussion: We agree with the
commenters. However, we emphasize
that the loan holder must still obtain an
original or certified copy of the death
certificate and may not simply contact
an official source for verification of a
borrower’s death.

Change: We have revised
§682.402(b)(2) and §685.212(a)(1) and
(2) to eliminate the suggestion that a
parent or representative must provide
the necessary documentation of the
borrower’s death. No changes are
needed in the Perkins Loan Program
regulations.

Comment: Many commenters
recommended that we reconsider the
proposed requirement that only the
chief executive officer (CEO) of the
guaranty agency or chief financial
officer (CFO) of the institution would be
authorized to approve a death discharge
application that is based on
documentation other than the original
or a certified copy of a death certificate.
The commenters felt that the proposed
requirement was overly restrictive, and

could result in delays in the processing
of discharges. Many of the commenters
believed that it would be more
appropriate to allow the CEO or CFO to
designate another official of the
organization who would be authorized
to approve alternative documentation of
a borrower’s death.

Discussion: As explained in the
preamble to the proposed regulation, the
requirement that a senior official of the
guaranty agency or institution approve
the use of alternative documentation is
intended to ensure that such
documentation is used only rarely, and
in exceptional circumstances. We
believe that allowing the CEO or CFO to
designate another official who could
approve alternative documentation
would be contrary to the intent of the
regulations. Since very few death
discharges should be approved based on
such alternative documentation, we
believe the restrictions will not
adversely affect the processing of death
discharges.

Change: None.

Comment: One commenter suggested
that the proposed Direct Loan
regulations appear to allow the use of
alternative documentation of death on a
broader basis than would be permitted
in the Perkins and FFEL programs. The
commenters noted that §674.61(a) and
§682.402(b)(2) state that discharges
based on alternative documentation of
death may be approved only “under
exceptional circumstances and on a
case-by-case basis,” while the
corresponding section of the Direct Loan
Program regulations, § 685.212(a)(2),
does not contain the same restrictive
language. The commenter recommended
that the Direct Loan regulations be
revised to include the same language as
the Perkins and FFEL program
regulations.

Discussion: We did not intend to
establish a less restrictive requirement
for the Direct Loan Program and agree
with the commenter’s recommendation.

Change: We have revised
§685.212(a)(2) to indicate that the
Secretary will approve discharges in the
Direct Loan Program based on
alternative documentation only in
exceptional circumstances and on a
case-by-case basis.

Comment: Several commenters
recommended that § 682.402(b)(3) of the
proposed regulation be revised to
provide that the lender must suspend
collection activity against the borrower
“and any endorser” after receiving
reliable information indicating that the
borrower has died. The commenters
noted that this would be consistent with
the corresponding provision for total

and permanent disability discharges in
§682.402(c)(3).

Discussion: We agree with the
commenters.

Change: We have revised
§682.402(b)(3) to authorize suspension
of collection activities against an
endorser under these circumstances.

Sections 674.51, 682.200, and 685.102
Definitions

Comment: Many commenters
supported the removal of the criteria “or
attend school” from the definition of
totally and permanently disabled.
However, one commenter expressed
concerns about a borrower’s eligibility
to receive loans after the end of the
three-year conditional discharge period.
The commenter noted that the borrower
might later be unable to repay those
loans because of a pre-existing medical
condition that prevents the borrower
from working.

Discussion: We thank the commenters
for their support. In response to the
commenter’s concerns about a borrower
being unable to repay loans received
after the end of the three-year
conditional discharge period because of
a pre-existing medical condition that
prevents the borrower from working, we
note that a borrower who seeks a new
loan after the final discharge of a
previous loan at the end of the three-
year conditional discharge period will
continue to be subject to the same
requirements that apply under the
current regulations. That is, the
borrower must provide a certification
from a physician that the borrower is
able to engage in substantial gainful
activity, and must acknowledge in
writing that the new loan cannot be
discharged based on a pre-existing
condition unless that condition has
substantially deteriorated.

Change: None.

Comment: One commenter questioned
the rationale for removing “attend
school” from the definition of “totally
and permanently disabled,” and
recommended that the current
definition be retained. The commenter
believed that the purpose of attending
school is to receive training that will
later lead to gainful employment and
the ability to repay a student loan.

Discussion: As explained in the
preamble to the NPRM, the requirement
that an individual must be unable to
attend school was removed from the
definition of totally and permanently
disabled because of our belief that given
medical and technological advances, it
is no longer meaningful to use ability to
attend school as an indicator of total
and permanent disability. In addition,
the prohibition against attending school
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could have the unintended consequence
of discouraging disabled individuals
from pursuing further education or
training.

Change: None.

Comment: Three commenters felt that
the proposed definition of “totally and
permanently disabled,” which provides
that a borrower must be “unable to work
and earn money,” is not consistent with
the proposed discharge eligibility
criteria, which allow a borrower to
receive earnings from work and still
qualify for loan discharge. The
commenters believed that this
difference would be confusing to
borrowers, and suggested that the
definition of “totally and permanently
disabled” be revised to indicate that a
borrower must either be unable to work
or, if able to work, that the borrower’s
earnings could not exceed 100 percent
of the poverty line for a family of two
during the conditional discharge period.

Discussion: We do not agree that the
definition of “totally and permanently
disabled” conflicts with the discharge
eligibility criteria. To qualify for a
conditional discharge due to total and
permanent disability, a borrower must
provide a certification from a physician
indicating that, in the physician’s best
professional judgment, the borrower is
unable to work and earn money because
of an illness or injury that is expected
to continue indefinitely or result in
death. However, advances in medical
treatment may result in an improvement
in the borrower’s condition that could
not be predicted at the time of the
physician’s certification. In addition,
changes in employment conditions may
allow a borrower to return to work
despite his or her condition. We do not
wish to discourage disabled individuals
from attempting employment.
Accordingly, the regulations do not
disqualify borrowers who have minimal
earnings during the conditional
discharge period.

On the other hand, we do not believe
it is appropriate to revise the definition
of “totally and permanently disabled,”
to include an earnings limit. First of all,
such an addition would be inconsistent
with the rest of the definition which
refers to a borrower who cannot work
and earn money. Second, as a practical
matter, it would significantly
complicate the process for determining
if the borrower is disabled by requiring
the borrower to submit income
information as well as the doctor’s
certification as part of the initial
application.

Sections 674.61, 682.402, 685.212 and
685.213 Total and Permanent Disability
Discharge

Comment: Many commenters argued
that the Inspector General’s report
discussed in the preamble to the NPRM
(“Improving the Process for Forgiving
Student Loans”) does not provide
compelling evidence that substantive
changes are required to the process for
granting total and permanent disability
discharges. One commenter disagreed
with this view, and stated that the
findings of the Inspector General’s
report are cause for concern and
legitimate reasons for the Department to
take action.

The commenters who stated the view
that the findings in the OIG’s report do
not justify the changes proposed in the
NPRM suggested that we conduct a
comprehensive examination of the
specific accounts supporting the
findings in the OIG’s report before
making changes to the existing process
for granting total and permanent
disability discharges. They believe that
such an examination is necessary to
establish the reason for the exceptions,
to identify possible vulnerabilities in
the system for granting disability
discharges, and to allow us to design a

tailored solution to address the problem.

Discussion: The OIG clearly found
evidence of inappropriate disability
discharges being awarded in the FFEL
program. The OIG’s conclusion that 81
individuals earned more than $50,000
in 1997 after receiving a disability
discharge between July 1, 1994 and
December 31, 1996 cannot be ignored.
The OIG also reported that 6,800 new
loans totaling almost $20 million were
awarded to borrowers who returned to
school after having loans totaling nearly
$11.5 million discharged. These
findings indicate a significant problem
that warrants the proposed changes.

Change: None.

Comment: Many commenters
criticized the proposed regulations on
the grounds that our approach to
reforming the disability discharge
procedures would adversely impact all
eligible borrowers, rather than focusing
on those borrowers who are later
determined to be ineligible for a final
discharge.

Several commenters objected to the
proposed change because they believe it
would cause undue hardship to
borrowers. They contend that the
complexity of the proposed disability
discharge procedures would create
unnecessary anxiety and confusion for
disabled borrowers, particularly those
afflicted with severe mental or
emotional impairments.

One commenter raised concerns about
the effect the proposed change would
have on potential borrowers who might
think twice about obtaining student
loans for their future educational needs.
The commenter believed that the
conditional discharge approach may
potentially discourage a person from
pursuing higher education for fear of an
inability to repay his or her loans due
to medical difficulties.

Discussion: As noted in the OIG
report, the discharge of student loans
based on a total and permanent
disability can provide a significant
benefit to the borrower. At the same
time, the disability discharge reflects a
governmental decision to forgive
thousands of dollars in debt. Disability
discharges thus represent a significant
cost to federal taxpayers. In these
circumstances, it is clearly appropriate
to have stringent criteria for discharging
a loan. While the conditional discharge
period may be a slight inconvenience
for some borrowers, it helps to ensure
that total and permanent disability
discharges are only granted to borrowers
whose disabilities are truly
“permanent.”

We disagree with the commenters’
assumption that the three-year
conditional discharge period will create
undue anxiety for borrowers. Borrowers
will be informed up front of the criteria
they must meet to qualify for a disability
discharge. Borrowers who continue to
meet the eligibility criteria will receive
a final discharge at the close of the
conditional period. Moreover, borrowers
suffer no negative consequences during
the conditional discharge period. No
collection activity or adverse credit
reporting occurs during the conditional
discharge period. If a borrower’s
situation changes during this period, we
believe the borrower should be expected
to repay the student loan. However,
even if collection activity resumes on
the loan, the borrower is not obligated
to pay any interest that accrued during
the conditional discharge period.

We disagree with the claim by one of
the commenters that the conditional
discharge approach will be particularly
harmful to borrowers with severe
mental or emotional impairments. As
we noted in the preamble to the NPRM
(65 FR at 47635), we are not aware of
any other major federal program that
provides disability benefits based on a
one-time review of an individual’s
condition, and we did not receive any
comments suggesting otherwise. The
adoption of the policies reflected in this
regulation will make the processes for
discharges of student loans more
comparable to that of other federal
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programs to which the borrower may
also be applying for benefits.

We strongly disagree with the
commenter who suggested that the new
regulations would somehow discourage
borrowers from taking out student loans
to further their education. Most
borrowers, even those with some pre-
existing condition, recognize the value
of postsecondary education and
appreciate the opportunity and access to
education that student loans provide
them. We do not share the commenter’s
apparent belief that a borrower will be
dissuaded from pursuing an education
based on the standard for a disability
discharge.

Change: None.

Comment: Several commenters
objected to the proposed change because
they believe it will result in undue
administrative burden on institutions
and guaranty agencies. One commenter
claimed that the proposed approach will
not work and will result in genuinely
disabled borrowers not receiving
discharges to which they are entitled.
The commenter also believed that the
new process will require guaranty
agencies and the Department to meet
impossible demands for vastly increased
staffing and medical and vocational
expertise.

Several commenters also claimed that
implementation of the proposed
regulations would result in considerable
expense for taxpayers and loan
administrators, and questioned whether
the benefits of the regulations justify the
expense.

Discussion: We agree that there are
many operational details that will need
to be addressed before the regulations
can be implemented (see the prior
discussion on effective date). However,
we do not believe that the regulations
will create undue administrative burden
on loan holders and guaranty agencies.
For these participants, there will be
little change from the current process of
reviewing discharge requests, except
that their decision to grant a total and
permanent disability discharge will not
be final and they will assign the loans
to us.

In regard to the commenters’ claim
that the costs of the new process will
exceed the benefits, our analysis does
not support this claim. Moreover, even
a small percentage of borrowers who
were ineligible for loan discharge calls
the integrity of the loan discharge
process into question and may threaten
public support for the title IV student
loan programs.

Change: None.

Comment: Overall, the commenters
claimed that the proposed rule will be
difficult to comprehend, difficult to

administer, difficult to explain to
students, and that setting up new
bureaucratic systems is not the answer.
However, two commenters agreed in
general with the key provisions of the
proposed regulations.

Many commenters recommended that
we withdraw the proposed regulations.
A couple of commenters stated that

the proposed regulations are
unnecessary because it is feasible to
identify abusers by cross-referencing tax
information with discharge information
and to reverse a discharge granted to an
ineligible borrower.

Some commenters questioned
whether we have the legal authority to
impose a conditional discharge on
borrowers, since a conditional discharge
is not specifically mentioned in the
statute.

Discussion: The proposed regulations
were discussed during an extensive
negotiated rulemaking process and were
subject to the opportunity for public
comment. The comments we received
and which are discussed in this
preamble have raised a number of
issues. We have responded to those
issues in this document and, where
appropriate, have made changes to the
regulations. We believe that this final
regulation creates a workable process
that will result in fair treatment for
borrowers and taxpayers.

We also disagree with the commenters
who suggested that the regulations are
unnecessary because we already have
the ability to revoke discharges.
Generally, a final agency decision
cannot be changed based on events
occurring after the decision.
Accordingly, we believe that it is
unlikely that loan discharges for
borrowers who met the eligibility
criteria could be easily reinstated and
legally enforced at a later date.

Change: None.

Comment: Several commenters
recommended that we develop an
operational guide for the new policy
and allow interested organizations to
review the guide. They believe that such
a major change in policy will require
careful coordination between the
various entities that administer the title
IV student loan programs and that
operational details must be carefully
con